PROGRAM SERVICES AGREEMENT

THIS PROGRAM SERVICES AGREEMENT (“Agreement”) is made as of the last date
of execution by a party as set forth in the signature block below (the “Effective Date™), by and
between the State of Washington Department of Corrections (“Department”) and Union Supply
Company, Inc., d/b/a Union Supply Group (“Union Supply™).

RECITALS

A. Washington Correctional Industries (“CI”) is a unit within the Department’s
Prisons Division, operating Class II businesses pursuant to RCW 72.09.100; and

B. CI, provides comprehensive offender work programs, trains offenders in general
~work habits and work skills, and provides employment opportunities for offenders to increase
their employment prospects when released and to offset the public support costs of corrections;
and

C. Union Supply is in the business of designing and operating customized offender
direct package programs for correctional facilities nationwide as well as supplying goods,
including food and drinks, apparel, personal care, music, electronics, dress-out and religious
products, for such package programs and for correctional facility commissaries and canteens;
and

D.  The Department now desires to engage Union Supply to provide services in
connection with CI’s operation of an offender direct quarterly package program serving only
inmates in Department facilities. This Program will operate during the first three (3) quarters of
the calendar year. The Program is intended to be a Class II business serving inmates in
Department facilities, utilizing inmate labor within facilities owned or leased by the Department.
Offenders working in this program will provide inventory, fulfillment and delivery operations for
~ the program on the terms and conditions set forth in this Agreement.

NOW, THEREFORE, for and in consideration of the mutual covenants, conditions and
promises contained herein, the parties hereto agree as follows:

1. OFFENDER PACKAGE PROGRAM AND OTHER SERVICES
1.1 Services.

a. The Department hereby grants to Union Supply the
exclusive right during the term of this Agreement to provide the material for CI’s
offender quarterly package program and other services described in this Agreement and
to be the exclusive provider of the services set forth in Section 2.2, below. Union Supply
will assist CI division in the design, implementation and operation of a customized
offender direct package program that delivers packages to inmates in the Department’s
facilities, utilizing inmate labor within facilities owned or leased by the Department (the
“Offender Quarterly Package Program™). The parties acknowledge and agree that this
Agreement applies solely to services for the Department and inmates in its facilities. If
the CI division determines to provide services to corrections entities other than the
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Department, a new agreement for such services will be required.

1.2 Program Design. Union Supply shall work with the Department to
customize the Offender Quarterly Package Program for Department facilities as follows:

a. In consultation with the Department, Union Supply shall
design and propose to the Department a unique Offender Package Program menu of items
offered for sale from the selection of over 7,000 products available through Union
Supply. Offender packages may include items from any or all of the following
categories: food, drinks and snacks, personal care, miscellaneous goods,. All menu
items shall be approved for sale by the Department in advance of each item being offered
for sale. Union Supply acknowledges and agrees that, at the Department’s direction, the
menu shall include a selection of inmate property items.

b. In consultation with Union Supply, the Department shall
designate the allowed ordering dates for that program. The parties agree that the first
program shall occur on or before June 1, 2013,

C. 'The maximum dollar amount per inmate for a package, as
well as any other inmate-specific or other ordering restrictions, shall be subject to the
Department’s direction and approval in its sole and absolute discretion.

1.3 No General Funds. The parties to this Agreement acknowledge
and agree that no Washington State general funds are obligated under this Agreement.

2. SCOPE OF WORK

2.1 General Terms and Conditions. Attachment A to this Agreement
contains the General Terms and Conditions governing work to be performed under this
Agreement, the nature of the working relationship between the Department and Union

Supply, and specific obligations of the parties. If a conflict arises between any provision
set forth in the General Terms and Conditions, and any provision set forth in the body of
this Agreement, the terms of this Agreement shall prevail.

2.2 Union Supply Scope of Work. Subject to the terms of this
Agreement, Union Supply agrees to:

a. Work with the Department to customize the Offender
Quarterly Package Program to meet the unique needs of the Depariment, inmates and
their family members;

b. Upon the Department’s request and in consultation with the
Department, prepare an Offender Job Description, and any other required written
materials, pursuant to Department policy DOC 710.400 for the Offender Package
Program.

C. Consult with the Department on the design, layout,

network/cabling and equipment needs of the warehouse and production space.
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d. Provide computers, scanners and Union Supply’s
proprictary software to manage product and order restrictions, weight limits, product
quantity limits, limits by inmate status, dollar limits and limits by gender, as well as
conduct inventory management, bagging and delivery operations.

e Train Department staff and inmates in the use of the
software and operations processes necessary to efficiently operate the bagging and
delivery of inmate packages.

f. Provide operations manuals and documentation of software
and procedural processes.

g. Deliver bulk commissary products to the Department’s
designated warehouse in quantities sufficient to complete all package orders.

h. Provide all customer service operations, including a bi-
lingual customer service team, and a dedicated Facility Staff Hotline to exclusively
service the Department staff.

1. Handle all family customer orders, the input and scanning
of inmate orders, and provide ordering operations and equipment.

j- Provide all payment processing operations and payment
processing equipment as needed.

k. Handle customer refunds, returns and credits, in
coordination with the Department.

L. Design and provide all marketing materials including
catalogues, order forms, posters and/or additional marketing materials.

m. Develop, operate and host a website, customized to the
Offender Quarterly Package Program, for inmate families fo order on-line.

n. Electronically deliver a summary of all orders to the
Department’s packaging and delivery fulfillment site.

0. Provide post-sales data to the Department upon the
completion of each periodic program completion.

p. Consult with the Department staff on all business and
operational aspects of the Offender Quarterly Package Program as needed.

q. Provide other services within the above Union Supply
Scope of Work as are reasonable and necessary to operate the Department’s Offender
Quarterly Package Program profitably and successfully or to otherwise carry out the
purposes of this Agreement.

2.3 Department’s Obligations. Subject to the terms of this Agreement,
the Department agrees through its CI division to:
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a. Provide, at any given time, a sufficient number of inmates
and staff supervisor(s) necessary to work in the Offender Quarterly Package Program and
fulfill the Department’s operational responsibilities, as each periodic program occurs.

b. Provide warchouse space to receive, store and manage bulk
commissary product inventory, and for packaging and distribution operations.

C. Provide and install racks for the warchouse space to store
inventory and provide all associated network/cabling and equipment for inventory
receipt, storage and retrieval for packaging.

d. Provide packaging assembly and fulfillment operations and
all associated labor, networlk/cabling, equipment and supplies.

€. Provide transportation and delivery of packaged goods to
the end user, including without limitation transportation of packaged goods from the
fulfillment site to each facility and then to each inmate within each facility.

f. Issue institution check for offender orders and mail orders
and payment to Union Supply.
g Provide an electronic portal and information to Union

Supply sufficient to enable Union Supply to authenticate customer orders, determine
offender eligibility to receive goods, accept order and delivery information, and provide
order confirmation and completion acknowledgements, including without limitation
providing inmate data files containing inmate identification and eligibility information
and shipping location.

h. Provide an electronic interface to the Department
packaging and inventory delivery location that will accept the electronic file download of
completed orders for processing by Department personnel.

i Coordinate with Union Supply for customer returns and
credits.

j- Electronically submit completed and shipped order
mformatlon to Union Supply to aid Union Supply Customer Service in answering any
end user questions or concerns.

k. Provide accountability for used and unused inventory.

L Distribute, post or otherwise make reasonably available in
prison facility inmate living areas and facility lobby and visitation arcas the following
materials that will periodically be supplied by Union Supply: posters, product
catalogues, and order forms for use by inmates, their friends and family members.

m. Publish Offender Quarterly Package Program information
and the most recent catalogues supplied by Union Supply on the DOC website and
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support implementation of the Union Supply-designed website, customized to DO, that
will allow inmate friends and family members to order online.

n. Provide other services within the above the Department
Supply Scope of Work as are reasonable and necessary to operate the Department
Oftender Quarterly Package Program profitably and successfully or to otherwise carry
out the purposes of this Agreement.

3. TERM

The initial term of this Agreement shall be for one year from the Effective Date.
Thereafter, the Agreement shall renew automatically for additional periods of one year each until
terminated as described in the “Termination” clause, Section 4, below.

4. TERMINATION

4.1 Termination Notice. During the initial term, this Agreement may
be terminated by the Department upon ninety (90) days advance written notice to Union
Supply if the full implementation of the Offender Quarterly Package Program as
described in this Agreement results in a decrease in regular Department commissary
sales. After the initial term, this Agreement may be terminated by either party upon
ninety (90) days advance written notice delivered to the other party in accordance with
the “Notice” clause, Section 11, below. Notwithstanding the foregoing, if the
Department, in its reasonable discretion, determines the cause for termination creates an
immediate and credible threat to public or offender safety, health or welfare, then the
Department may terminate this Agreement upon twenty-four (24) hours advance written
notice.

4.2  Rights and Duties Upon Termination. Upon termination of this
- Agreement for any reason:

a. Union Supply shall have sixty (60) days from the effective
date of termination to remove, at its sole cost and expense, all products, packaging
materials and ancillary items owned by Union Supply from Department premises, and the
Department agrees to cooperate with Union Supply reasonably in the removal of such
products, materials and items;

b. Union Supply shall have the first right to purchase any
materials, components or products owned by the Department and used exclusively for the
fulfillment of this Agreement, if the Department determines to sell or dispose of them
after termination of the Agreement. A
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iv.  CI offenders may perform the Warranty and Out of
Warranty service work on the assembled electronic products.

v, The itetns to be produced, sold and serviced as part of
the Kit Assembly Program may include, without limitation, televisions of different
sizes (157 or 19”), radios, lamps, fans, coffee makers, headphones and any other
items agreed to between the parties and approved for future sale by the Department
in advance of each item being manufactured.

Vi. The Kit Assembly Program may be implemented on
or before May 1, 2017, or as soon as practicable, and will begin with 157
televisions,

b. Supply of Kits. Union Supply may supply CI with kits of
component parts for the future assembly of electronic products during the term of
this Agreement. Finished kits may be transferred to the Union Supply Property
Program inventory for fulfillment of orders.

i Prices shall be quoted and payable in United States
Dollars, ,

il Kits may be for televisions of different sizes (15 or
19”), radios, lamps, fans, coffee makers, headphones and any other items agreed to
between the parties and approved for future sale by the Department in advance of
gach item being manufactured.

iii.  If the program is implemented, all component parts
within a kit, and the properly assembled product, shall be suitable for use by
inmates in the corrections environment.

c. ion, Supply Kit Assembly Scope of Woik. Subject to the
terms of this Agreement and future program implementation, Union Supply agrees
to:

1. Sell and ship electronic product kits to the
Department for assembly into finished goods by inmates working in the Kit
Assembly Program.

ii. Provide training for the inmates and staff assigned to
the Kit Assembly Program.

iii, Provide to CI all tools, supplies or other accessories
required for the assembly/shipping/repair process, retaining ownership of all tools,
supplies and other accessories.

iv. At no cost to CI or the Department, supply the
necessaty component parts (as utilized in the assembly for each product) as
replacement/repair parts for Warranty and Out of Warranty work on the finished
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goods, retaining ownership of the parts unless and until they are incorporated into
a repaired product,

V. Work with CI and the Depariment to customize the
Kit Assembly Program to meet the unique needs of the Department.

Vi. Provide other services within the above Scope of
Work as are reasonable and necessary to operate the Kit Assembly Program
profitably and successfully as reasonably practicable.

d. Deparlment Kit Assembly Scope of Work. Subject to the
terms of this Agreement and future program implementation, the Department
agrees through its CI division to:

1, Provide, at any one time, a sufficient number of
inmates and supervisory staff to work in the Kit Assembly Program as are required
to complete all work in a good, timely and commercially reasonable manner. The
Department shall use its best efforts to provide inmates whose background and
education indicates that they will be successful in prov1d1ng the services requnred
for the Kit Assembly Program.

ii. Provide sufficient warehouse space, together with
associated utilities and network, to receive, store and manage the inventory of kits
and finished units, and for the associated assembly, packaging and distribution
operations.

Jili.  Assemble the finished units from kits of component
parts supplied by Union Supply, including but not limited to completing the quality
control checklist specified by Union Supply for each finished unit.

iv.  Notify Union Supply at least weekly of the number of
kits used and the number of finished units assembled and transferred to finished
goods inventory.,

V. Provide transportation of all purchased units from the
assembly and final packaging site to Property Program Warehouse.

viii.  Backhaul units requiring Warranty Service or Out of
Warrzmty Service from Department facilities to the CI Kit Assembly site for service
as needed.

ix.  Receive units requiring Warranty Service or Out of
Warranty Service and accompanying forms.

X, Verify that each unit is eligible for Warranty Service
or Out of Warranty Service using forms and/or other criteria as may be determined
by Union Supply from time to time and/or the terms of the appiicable Warranty.
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Xi.  Return all items that do not qualify for Warranty
Service or Out of Warranty Service to the offender.

xii.  Provided that a unit qualifies for either Warranty
Service or Out of Warranty Service, perform such warranty repair with the parts
provided by Union Supply.

xiii. Complete necessary repair ticket data and rvetain
repair records for each unit.

xiv.  Package up the repaired units, along with a copy of
the repair ticket and ship it to the appropriate prison facility, addressed to the inmate
with the inmate’s facility location.

xv.  Provide to Union Supply monthly reports listing the
number of each part type used in Warranty Service and the number of each part
type used in Out of Warranty Service.

7 ~ xvi, Provide accountability for inventory, including
unused kits, unused parts and assembled units.

xvii. Provide other services within the above Scope of
Work as are reasonable and necessary to operate the Kit Assembly Program
profitably and successfully as reasonably practicable.”

7. AMENDMENT TO AGREEMENT SECTION 5

The parties agree that Section 5,1.a. shall be stricken in its entirety and replaced
with the following: :

“a,  Revenue Share. Union Supply shall pay to CI the sum of fifteen

percent (15%) on the Total Net Sales generated by the Quarterly Package Program and

-~ Monthly Property Program. For purposes of this Agreement, “Total Net Sales” means
the total revenue actually received and retained by Union Supply under the Quarietly
Package Program and Monthly Property Program, exclusive of religious items, bad debt,
customer returns, and credits. Union Supply shall send a monthly statement to the
Department setting forth the current revenue share due to the Department, and the
revenue share shall be paid monthly by no later than the twentieth day of the month
following the month to which the statement pertains.”

The parties agree that Section 5.1.b. shall be stricken in its entirety and replaced
with the following;

“b.  Minimum Allowance Guarantee (MAG). In the event fifteen
percent (15%) of the Total Net Sales does not exceed Cl's actual program costs
per year under this Agreement, Union Supply will guarantee CI sufficient
commissions per fiscal year in Revenue Share to cover all program expenses. In

June of each year, CI will provide Union Supply with forecasted Quarterly
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Package Program and Monthly Property Program expenses for the subsequent
fiscal year that begins July 1. In October of each year, CI will provide Union
Supply with actual Quarterly Package Program and Monthly Property Program
expenses for the preceding fiscal year. This data will be used to calculate MAG
on a yearly basis and the amount of revenue share between actual and MAG will
be remitted to CI by the twentieth day of November following the close of year
end. MAG changes may be negotiated based on, but not limited to, changes in
program regulations or requirements, fluctuations in annual program expenses,
and/or changes in offender populations."

The parties agree that Section 5.1.c. shall be stricken in 1ts entirety and replaced
with the following:

[19

¢, Union Supply shall not charge the Purchaser any fees such as, but
not limited to, shipping and handling, transportation, processing, or other fees
except for a $15.00 transfer fee that is assessed for each purchase of a television,
radio, or typewriter. This fee will be assessed to the Purchaser at the time of
purchase and remitted to CI by the twentieth day of the month following the
month in which the fee was collected."

The parties agree that Section 5.2 shall be amended to state as follows:

"5.2  Books and Records. Union Supply shall maintain books, records
and communications, sufficient to enable the Department to audit payments made
hereunder, for the term of the Agreement plus an additional three years after the
termination of this Agreement, or for such further period as may be necessary to
resolve any matters which may be pending about which Union Supply has been
notified pursuant to the terms of this Agreement.”

8. AMENDMENT TO AGREEMENT SECTIONS 1.7

The parties agree that all references to “Offender Package Program,” “Offender
Quarterly Package Program,” and “Quarterly Package Program” in sections 1-7 shall be replaced
with “Quartetly Package Program and Monthly Property Program.”

9. NO OTHER CHANGES

Except as set forth in this Amendment, all other terms and conditions of the
Agreement are unchanged and remain in full force and effect.

[Remainder of page intentionally left blank. Signature appear on following page.]

State of Washinton K10161(1) 6of7
Department of Corrections




IN WITNESS WHEREOF, the parties have executed this Agreement as of the Effective

Date.
“UNION SUPPLY”

Union Supply Group, Inc,

BY: La/j/é;/

NAME: LD Hay
TITLE: Execufive Vice President
DATE: /2D //4 /76

State of Washinton
Department of Corrections

“DEPARTMENT”

State of Washington
Department of Corrections

BY: Q{W

NAME “John R. Nispel
TITLE: Contracts Ad trator
DATE: /nf
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SECOND AMENDMENT TO PROGRAM SERVICES AGREEMENT

THIS SECOND AMENDMENT TO PROGRAM SERVICES AGREEMENT (“Second Amendment”)
is macle effective as of July 1, 2019 (the “Effective Date”), by and between the Washington State Department
of Corrections (“Department”) and Union Supply Group, Inc. (formerly known as Union Supply Company,
Inc.y (“Union Supply”).

RECITALS

A, The Department and Union Supply previously entered into a Program Services Agreement
dated January 22, 2013; as amended by that First Amendment to Program Services Agreement dated
December 15, 2016 (collectively, the “Agreement”); and

B. The Department and Union Supply now desire to amend the Agreement fo ensure that the
total annual revenue share to Washington Correctional Industries (“CI”) from the Quarterly Package
Program and Monthly Property Program are sufficient to cover Cl's total annual direct and indirect
program expenses. '

NOW, THEREFORE, for and in consideration of the mutual covenants, conditions and promises
contained herein, the parties hereto agree as follows:

L DEFINITIONS -

Capitalized terms herein shall have the same meaning as the capitalized terms in the Agreement
unless otherwise defined herein,

2. AMENDMENT TO AGREEMENT SECTION 5

The parties agree that Section 5.1.a, shall be stricken in its entirety and replaced with the following;

“a. Revenue Share, Union Supply shall pay to CI the sum of eighteen percent (18%) of
the Total Net Sales generated by the Quarterly Package Program, and twenty-six (26%) of the Total
Net Sales generated by the Monthly Property Program. For purposes of this Agreement, “Total
Net Sales” means the total revenue actually received and retained by Union Supply under the
Quarterly Package Program and Monthly Property Program, exclusive of religious items, bad debt,
customer returns, and credits. Union Supply shall send a monthly statement to Cl setting forth the
current revenue share due to Cl, and the revenue share shall be paid monthly by no later than the
twentieth day of the month following the month to which the statement pertains.”

The parties agree that Section 5.1.b, shall be stricken in its entirety and replaced with the following:

“b. Minimum Allowance Guarantee (MAG'). In the event the revenue share to CI for

the Quarterly Package Program and Monthly Property Program clo not exceed CI's actual program
costs attributable to each program under this Agreement, Union Supply will guarantee CI
sufficient commissions per fiscal year in revenue share to cover all program expenses. In June of
each year, CI will provide Union Supply with forecasted Quarterly Package Program and Monthly
Property Program expenses for the subsequent fiscal year that begins July 1. In July of each year,
CI will provide Union Supply with actual Quarterly Package Program and Monthly Property
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Program expenses for the preceding fiscal year, This data will be used to caleulate MAG on a
yeatly basis and the amount of revetiue share between actual and MAG will be remitted to CI by
the twentieth day of August following the close of year end. MAG changes may be negotiated
based on, but not limited to, changes in program regulations or requirements, fluctuations in
annual program expenses, and/or changes in offender populations.”

9, NO OTHER CHANGES
Except as set forth in this Second Amendment, all other terms and conditions of the Agreement are

unchanged and remain in full force and effect,

IN WITNESS WHEREOF, the parties have executed this Second Agreement as of the Effective Date,

Union Supply Gx:)7 Inc, State of Washington Department of Corrections
BY: M / Ty BY: M«JZ‘J")
v 3
NAME: LD Hay e NAME Debra Eisen
TITLE: Executive Vice Pyﬁdem‘ TITLE: Contracts Administrator / &
oaTE: 6 f2FL [T DATE: Z// /7
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